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Magalie Roman Salas
Secretary
Federal Communications Commission
445 12th Street S.W.
Washington, D.C. 20554

RECEtVED

SEP 21 2001

Re: Ex parte presentation in CC Docket Nos. 00-256, 96-45, 98-77/and 98-166

Dear Ms. Salas

On September 20, 2001, CenturyTel, Inc. ("CenturyTel") made an ex parte
presentation in the above-referenced proceedings. Present at the meeting on behalf of
CenturyTel were: Jeffrey S. Glover, Vice President, External Relations, CenturyTel, John F.
Jones, Vice President, Federal Government Relations, CenturyTel, and Karen Brinkmann and the
undersigned of Latham & Watkins, counsel to CenturyTel. We met with Jane E. Jackson, Chief,
Rich Lerner, Deputy Chief, Jay Atkinson, Chief Economist, and Marvin F. Sacks, Attorney, all
of the Competitive Pricing Division, Common Carrier Bureau, and Donald K. Stockdale,
Director of Research, Office of Plans and Policy.

In the meeting, CenturyTel highlighted its support for the Multi-Association
Group (MAG) process, and proposed additional regulatory reforms. Specifically, CenturyTel
proposed that the Commission streamline the process of acquiring local exchange properties
from larger carriers by: (1) granting blanket waivers of the price cap and pooling all-or-nothing
and one-way-door rules, as well as a waiver of its freeze on study area boundaries in the context
of acquisitions of exchanges; and (2) ensuring that sufficient revenue and universal service
support are available to those exchanges.

555 ELEVENT>i STREET. N.W.• SUITE 1000. WASHINGTON. D.C. 20004-1304

TELEPHONE: (202) 637-2200. FAX: (202) 637-2201



LATHAM & WATKINS

Magalie Roman Salas
September 20,2001
Page 2

In addition, CenturyTel proposed regulatory reforms for its existing local
exchange operating companies that would promote increased efficiency and spur rural
investment. Written materials distributed at the meeting are attached to this letter.

Pursuant to the Commission's rules, I am filing two copies of this letter for
inclusion in the record of each of the above-referenced proceedings. Please contact me at (202)
637-2225 if you have any questions.

cc: Kyle D. Dixon
Jane E. Jackson
Rich Lerner
Jay Atkinson
Marvin F. Sacks
Donald K. Stockdale
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The CenturvTel Growth and Rural Infrastructure Plan

I. Promoting Growth and Investment in Acquired Exchanges

A. The Bells Sell Rural Exchanges Because They Are Less Profitable
1. Geographically averaged local exchange rates are below cost in many areas.

2. Price cap regulation has not encouraged investment in rural exchanges.

3. Recent deaveraging ofuniversal service support and SLCs is not enough to tip the balance.

B. The Commission Should Eliminate Regulatory "Baggage" that Hampers
CenturyTel Acquisition of Divested Exchanges
1. Waive price cap all-or-nothing and one-way door rules for acquired exchanges.

2. Waive common line pooling all-or-nothing and one-way door rules for acquired exchanges.

3. Eliminate study area boundary waivers if acquired exchanges remain under price caps.

C. The Commission Should Act to Overcome Universal Service Impediments

1. Clarify that price cap exchanges acquired by a non-price cap carrier will continue to
receive interstate access USF support as long as they remain under price caps.

2. Clarify process for establishing $0.0095 per minute target usage sensitive rate, if
acquiring holding company has fewer than 19 switched access end user common line
charge lines per square mile.

3. Clarify that safety net and safety valve support are available to price cap rural carriers
formed from partial (otherwise non-rural) study areas purchased from BOCs.

ll. Promoting Growth and Investment in All CenturyTel Exchanges by Creating Incentive
Regulation for Existing CenturyTel Operating Companies, Optional by Study Area
A. Align Rates and Costs

1. Make access rates flatter: raise SLCs to CALLS levels; reduce per-minute rate to target level.

2. Permit optional access rate deaveraging of into multiple zones, with CALLS-type safeguards.

3. Create universal service support to replace foregone interstate access revenues.

B. Remove Obstacles to Rural Investment through Optional Incentive Regulation
1. Freeze per-line interstate revenue requirements at 2001 level (indexed for inflation).

2. SLCs, carrier charges, and USF continue to recover this frozen amount.

3. Impose specific investment and service deployment requirements (DSL, fiber optic
plant, competitive "edge-out" requirements, etc.)

4. Safety valve and safety net support continue to be available in addition to interstate
access USF and high-cost USF.

5. Low-end adjustment available, if earnings fall below prescribed level.

C. Promote Efficient Competition and Delivery of Customized Services
1. Non-dominant treatment of new services.

a. New services may be offered on a non-dominant basis.

b. Collocation available to any competing provider of such service, subject to space
availability and pursuant to the Commission's collocation rules.

2. Market pricing of existing services.

a. Volume and term discounts and ICB pricing available for all interstate switched
and special access services and charges.

b. Special access may be offered on a non-dominant basis with a competitive showing.
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Promoting Growth and
Investment in Rural
Telecommunications

CEN§T~L

Filling the Telecommunications Void

in Rural America
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A Growth and Rural
Infrastructure Plan:

• Streamlines regulatory approval of rural carrier
acquisitions of divested BOC exchanges

• Removes regulatory obstacles to modernization of
rural infrastructure

• Promotes launch of new services in rural markets

• Encourages competition based on price and service
quality

• Protects rural universal service

------="
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CenturyTel: An Overview

• Nation's 8th largest loc,al exchange company

• Today: 1.8 million lines; 21 states -- all rural

• A leading acquirer of rural access lines

• Tripled in size through acquisitions since 1996

- PTI (660,000 lines; 1997)

_ Ameritech (89,000 lines; 1999)

If GTE (490,000 lines in 3 states; 2000)

_ New lines pending,,,

-~

CENlu'!-vTEL 2 LATHAM & WATKINS

SEPTEMBER 20. 200]



CenturyTel's Focus on
RUIral America

• Core b,usiness: providing high-quality
telecommunications services to rural areas

• Growth strategy: focused on rural markets and
smaller cities in U.S.

• Ag,gressive D,S,L deploY11lent in small, rural
exchanges

• First to market with new services

• Proven experience and commitment to serving rural
America

~
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CenturyTel: Growth Strategies

• Growth drivers:

- Additional strategic acquisitions

tr Value-added packaging, products, vertical
services and long distance

- Deployment ofnew technology over
advanced network

- Expanded competitive entry into contiguous
markets

~
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Curren,t Rules Hamper Growth
• Customer needs dictate that regulatory- obstacles

must bie streamlined or eliminated
• Hundreds of thousands ofrural access lines will

ultimately be for sale
• Commission rules impede acquisition ofprice cap

properties by non-price cap LECs

• Many rural price cap customers are underserved
- S,ervice improvements require new investment
- CenturyT'el invests heavily in bringing new

services to acquired exchanges

-----="
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A Plan to Fill the Void

• Waive rules that inhibit CenturyTel's acquisition
ofprice cap carrier lines

• Remove obstacles to CenturyTel's investment in
rural network infrastructure and new services"

• Permit CenturyTel to align prices with costs and
respond to market conditions

• Ensure sufficient universal service support to keep
rural rates affordable

~
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What's Needed to Fill the Void?
• The FCC should move to properly align out-dated

I .. ..th k' al" ."b ""regu attoins WI •. mar. et re 'lues YWalVlng:

- Price cap all-Of-nothing and one-way-door rules

tr Co.mmon line pooling all-or-nothing and one-way
do:or rules

tr Study area bo;undary freeze, in the context of'
acquisitions of' exchanges only

~
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• Sufficient safety valve and safety net support

What's needed••• (continued)

• Interstate access universal service support should
follow acquired price cap exchanges

LATHAM &. WATKINS

SEPrEMBER 20.2001
9
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• Carriers b·elow line density threshold should be
eligible for .95¢ per-minute target usage-sensitive rate



Regulatory Reform Spurs Rural
Investment for ALL Exchanges

• Consumers benefit from new services~ increased
rural investment, and more efficient cost recovery

• Permit delivery of customized services

• Promote price and service competition

• Allow introduction ofnew services

• Rural carriers have done a better job than both
RBOCs and IXCs of serving and investing

~
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• Create optional incentive-based regulation to
SPiUf' rural investment
- Enco·urage carriers to invest in the network

using savings from efficiency gains

- Freeze per-line interstate revenue requirement
at 20,01 level (indexed for inflation)

Ir Low-end adjustment available

- Establish service deployment milestones

til Encourage introduction ofnew services by
regulating these services as competitive
~

CEN~TEI.
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What's Needed: Incentive Regulation
(continued)

ir Volume and term discounts, leB pricing

- Non-dominant treatment of special access and
..

new servIces

• P'ro,mote service customization through pricing
flexibility, including:

ir Optional access rate deaveraging into multiple
zones

LATHAM & WATKINS

SEPfEMBER 20. 200 1
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The Future

• At the expiration of the CALLS Plan, determine
regulatory treatment ofall CenturyTel exchanges

• Over the next five years, create flexible cap on
CALLS-based interstate access universal service
support

LATHAM & WATKINS

SEPTEMBER 20.2001
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